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EO 11652: N/A 
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SUBJECT: COBALT PRICE INCREASE 

REF: A) KINSHASA 10334, B) STATE 236777 

1 . SUMMARY: EMBASSY OFFICER DISCUSSED FINLAND'S RECENT 
COBALT PRICE HIKE WITH RAIMO OTTELA, ALES MANAGER OF THE 
MINING DIVISION OF OUTOKUMPU, FINLAND'S SOLE PRODUCER. 

OTTELA'S ANALYSIS OF THE WORLD COBALT SITUATION WAS 
SIMILAR TO SOZACOM OFFICIALS’ STATEMENTS REPORTED REF A. 

HIS KEY POINTS WERE THE LARGE DIFFERENTIAL BETWEEN THE 
PRODUCER AND FREE MARKET PRICES, RAPIDLY DEPLETING COBALT 
STOCKS AROUND THE WORLD, AND HIGH DEMAND FOR A SCARCE 
PRODUCT. OTTELA ASSURED US THAT THE FINNS ARE VERY AWARE 
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OF AND APPRECIATIVE THAT U.S. CUSTOMERS PURCHASE 30-50 
PERCENT OF OUTOKUMPU'S OUTPUT. END SUMMARY. 

2. ECONOMIC OFFICER DISCUSSED WITH RAIMO OTTELA, SALES MANAGER 
OF OUTOKUMPU’S MINING AND METALLURGY DIVISION, 

THE FINNS' RECENT DECISION TO RAISE THEIR COBALT 
PRODUCER PRICE FROM US DOLLARS 12.50 PER POUND TO 
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DOLLARS 18 PER POUND, AND TO EXPRESS USG CONCERNS PER 
REFTEL. OUTOKUMPU IS A STATE-OWNED COMPANY AND PRODUCES 
ALL OF FINLAND'S COBALT. OTTELA EMPHASIZED THE LARGE 
DIFFERENTIAL BETWEEN THE PRODUCER AND FREE MARKET PRICES 
FOR COBALT THAT EXISTED BEFORE THE PRICE HIKE. HE 
OBSERVED THAT THE LEVEL BEFORE THE PRICE HIKE OF US 
DOLLARS 35 PER POUND ON THE FREE MARKET HADN'T CHANGED 
MUCH SINCE THE HIKE. ACCORDING TO OTTELA, THE MARKET 
SITUATION HAS BEEN SUCH THAT DEMAND HAS BEEN OUTRUNNING 
SUPPLY AND WITH THE RESULT THAT RESERVE STOCKS ARE 
DEPLETED AND CUSTOMERS UNABLE TO SUBSTITUTE FOR COBALT 
HAVE SUFFERED THE MOST. OVER THE LAST NINE MONTHS. U.S. 
VISITORS TO FINLAND LOOKING FOR COBALT SUPPLY CONTRACTS 
HAVE TRIPLED. THE FINNS IUSTIFY THE PRICE INCREASE AS 
NECESSARY TO CORRECT THE SHORT-RUN MARKET SITUATION BY 
ENCOURAGING MARGINAL USERS TO SEEK SUBSTITUTES AND 
ENCOURAGE MARGINAL PRODUCTION OF COBALT. 

3. IN LIGHT OF SEEMINGLY "FRANTIC DEMAND AND THE 
PROJECTION THAT ONLY AROUND TEN YEARS OF ASSURED 
PRODUCTION AT THE 1,000 MT ANNUAL LEVEL REMAIN, 

OUTOKUMPU RAISED ITS PRICE TO A LEVEL THAT IT PERCEIVED AS 
ROUGHLY EQUIVALENT WITH DEMAND LEVELS. FINLAND PRODUCES 
ONLY 900 - 1,000 METRIC TONS A YEAR AT PRESENT, FIVE 
PERCENT OF WORLD PRODUCTION, BUT INTENDS TO EXPAND MAR- 
GINAL OPERATIONS TO PROVIDE AN ADDITIONAL 300 
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METRIC TONS. FULLY 100 PERCENT OF PRODUCTION IS EXPORTED; 
30-50 PERCENT OF THAT GOES TO U.S. CUSTOMERS, A DEVELOP- 
MENT THAT STARTED IN THE EARLY 70'S. 

4. COMMENT: THE FINNS ARE UNWILLING TO COME RIGHT 

OUT AND SAY THAT THEY RAISED THE PRICE BECAUSE THEY THINK 
THAT THEY CAN GET AWAY WITH IT. THEY ARE NOT CONVINCED 
THAT LAST MAY'S PROBLEMS IN AFRICA WILL NOT RETURN AND 
THEY ARE VERY CONCERNED THAT THEIR COBALT, AND OTHER 
METAL ORES RESOURCES, WILL SOON BE DEPLETED. ALTHOUGH 
OUTOKUMPU IS A STATE-OWNED COMPANY, IT HAS A GREAT DEAL 
OF FREEDOM OF ACTION AND IT IS HIGHLY UNLIKELY THAT THE 
FINNISH GOVERNMENT WOULD SEEK TO REVERSE OR CONTROL 
PRICING DECISIONS. 

RIDGWAY 


LIMITED OFFICIAL USE 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 

NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: COBALT, PRICES 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 29 sep 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978HELSIN03187 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780401-0427 
Format: TEL 
From: HELSINKI 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1978097/aaaaafhw.tel 

Line Count: 109 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 8f84b350-c288-dd11-92da-001cc4696bcc 
Office: ACTION EB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 78 KINSHASA 10334, 78 STATE 236777 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 28 apr 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1444082 
Secure: OPEN 
Status: NATIVE 

Subject: COBALT PRICE INCREASE 
TAGS: EMIN, ETRD, FI 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/8f84b350-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



